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1. PAEF HAS BEEN CONCERNED FOR SOME TIME ABOUT ERODING VALUE 
OF COMMISSION AND RETIREMENT FUNDS OWING TO INFLATION. 
CONSUMER PRICES DURING 1973 INCREASED 25 PERCENT. WHILE 
INTEREST RATE ON PAEF SAVINGS ACCOUNT IS ONLY 6 PERCENT. 
FOUNDATION FUNDS PLUS EMPLOYEE RETIRMENT FUNDS TOTAL 
P378.000, AN AMOUNT WHICH NO RESPONSIBLE CORPORATE TREASURER 
WOULD PERMIT TO REMAIN IN SAVINGS ACCOUNT AT 6 PERCENT 
INTEREST. 

2. PAEF HAS RECENTLY CONSULTED WITH BANCOM DEVELOPMENT 
CORPORATION, WHICH ISSUES ITS OWN BILLS AT INTEREST RATES 
DETERMINED BY MONEY MARKET. ONE-DAY CALL RATE FOR BANCOM 
BILLS IS CURRENTLY 10 1/2 PERCENT. "STRAIGHT" INSTRUMENT OF 
FIXED MATURITY PAY FROM 10 PERCENT UP TO MAXIMUM 14 PERCENT 
ON 45 DAY BILLS. 

3. BANCOM BILLS DIFFER CONCEPTUALLY FROM USUAL MONEY MARKET 
INSTRUMENTS IN WHICH BANK ACTS AS INTERMEDIARY AND PAPER 

IS OBLIGATION OF CORPORATION WITH WHICH FUNDS PLACED. 
ACQUIRING BANCOM BILL IS ESSENTIALLY SAME AS ANY OTHER 
BANKING TRANSACTION AS TO DEGREE OF RISK, BEING COMPARABLE 
TO U.S. BANKING CERTIFICATES OF DEPOSIT AVAILABLE TO LARGE 
DEPOSITORS IN LIEU OF SAVINGS ACCOUNTS. 

4. BANCOM "STRAIGHT" BILLS, LIKE SAVINGS DEPOSIT, ARE 
CALLABLE PRIOR TO MATURITY DATE. ONE DAY BILLS ARE, OF 
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FORM OF PROMISSORY NOTE OR, FOR "STRAIGHT" INSTRUMENT, A POST- 
DATED CHECK PAYABLE ON MATURITY DATE. 

5. BANCOM IS LEADING INVESTMENT BANK IN PHILIPPINES, WITH 
TOTAL RESOURCES AT END 1972 OF P71 1 MILLION. AFTER TAX 1972 
INCOME WAS P6.5 MILLION, AND CAPITAL TOTALED P28.5 MILLION. 
BANCOM IS MOST ACTIVE DEALER IN SHORT-TERM DOMESTIC MONEY 
MARKET WITH 1972 TURNOVER EXCEEDING P16 BILLION. ALMOST P5 
BILLION OF THIS GOVERNMENT SECURITIES, IN WHICH BANCOM 

IS LARGEST DEALER. 

6. WISH NOW TO PROCEED WITH UTILIZATION OF BANCOM BILLS FOR 
PORTION PAEF FUNDS. ADMINISTRATIVE PROCEDURES FOR BINATIONAL 
COMMISSIONS DO NOT APPEAR TO CONTAIN ANY PROVISIONS WHICH 
WOULD PRECLUDE THIS. PROVIDENT AND RETIRMENT FUND PROVISIONS 
IN SECTION 4 WILL REQUIRE AMENDMENT, WITH EMPLOYEE AND BOARD 
APPROVAL. 

7. REQUEST CONFIRMATION THAT TRANSFER OF FUNDS INTO BANCOM 
BILLS NOT INCONSISTENT WITH ESTABLISHED BINATIONAL COMMIS- 
SION PROCEDURES. BECAUSE RETIRING PAEF EMPLOYEES ARE PAID LUMP 
SUM AMOUNT EQUIVALENT TO CONTRIBUTIONS TO FUND PLUS ACCRUED 
INTEREST, DIMINUTION IN REAL VALUE OF PROVIDENT AND RETIRE- 
MENT FUND IS OF ACUTE CONCERN TO THEM. 

SULLIVAN 
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